Internal Revenue Service, Treasury

remuneration for services covered by
the agreement constituted wages.

(c) Deductions from employees’ remu-
neration. There is no obligation to de-
duct, or cause to be deducted, from the
remuneration of any employee of a for-
eign subsidiary any part of the amount
due from a domestic corporation under
its agreement. Whether such deduction
shall be made is a matter for settle-
ment between the employee and the do-
mestic corporation or such other per-
son as may be concerned.

(d) Cross reference. For other obliga-
tions of a domestic corporation under
an agreement, see §36.3121(1)(1)-1.

[T.D. 6145, 20 FR 6577, Sept. 8, 1955, as amend-
ed by T.D. 6390, 24 FR 4831, June 13, 1959]

§36.3121(1)(2)-1 Effective
agreement.

(a) In general. An agreement entered
into as provided in §36.3121(1) (1)-1 shall
be in effect for the period beginning
with the first day of the calendar quar-
ter in which the agreement is signed by
the district director or director of the
service center, or the first day of the
calendar quarter following the cal-
endar quarter in which the agreement
is signed by the district director or di-
rector of the service center, whichever
is specified in the agreement. In no
case, however, shall the agreement be
effective for any calendar quarter
which begins prior to January 1, 1955.

(b) Amendment of agreement. If an
amendment on Form 2032 Supplement
(filed by a domestic corporation to in-
clude in its agreement services per-
formed for a foreign subsidiary not pre-
viously named therein) is signed by the
district director or director of the serv-
ice center, within the quarter for which
the agreement is first effective or with-
in the first calendar month following
such quarter, the agreement shall be
effective with respect to the subsidiary
named in the amendment as of the date
such agreement first became effective.
However, if the amendment is signed
by the district director or director of
the service center after the last day of
the fourth month for which the agree-
ment is in effect, such agreement shall
be in effect with respect to the sub-
sidiary named in the amendment for
the period beginning with the first day
of the calendar quarter following the

period of

§36.3121(D(3)-1

calendar quarter in which the amend-
ment is signed by the district director
or director of the service center.

[T.D. 7012, 34 FR 7694, May 15, 1969]

§36.3121(1)(3)-1 Termination of agree-
ment by domestic corporation or by
reason of change in stock owner-
ship.

(a) Termination by domestic corpora-
tion. (1) A domestic corporation which
has entered into an agreement under
section 3121(1)(1) with respect to one or
more of its foreign subsidiaries may
terminate such agreement in part or in
its entirety by giving (for calendar
quarters beginning before 1969, to the
district director for the internal rev-
enue district in which is located the
principal place of business in the
United States of the domestic corpora-
tion; and for calendar quarters begin-
ning after 1968, except as provided in
paragraph (b) of §301.6091-1 (relating to
hand-carried documents) to the direc-
tor of the service center serving such
internal revenue district 2 years’ ad-
vance notice in writing of its desire so
to terminate the agreement at the end
of a specified calendar quarter: Pro-
vided, That, at the time of the receipt
of such notice by such internal revenue
officer, the agreement has been in ef-
fect with respect to the subsidiary or
subsidiaries covered by the notice for
at least 8 years. The notice of termi-
nation shall be signed and dated and
shall show (i) the title of the officer au-
thorized to sign the notice, (ii) the
name, address, and identification num-
ber of the domestic corporation, (iii)
the internal revenue officer with whom
the agreement was entered into, (iv)
the name and address of each foreign
subsidiary with respect to which the
agreement is to be terminated, (v) the
date on which the agreement became
effective with respect to each such for-
eign subsidiary, and (vi) the date on
which the agreement is to be termi-
nated with respect to each such foreign
subsidiary. The notice shall be sub-
mitted in duplicate and shall be accom-
panied by a certified copy of the min-
utes of the meeting of the board of di-
rectors of the domestic corporation, or
other evidence, showing authorization
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§36.3121(D(4)-1

for the notice of termination. No par-
ticular form is prescribed for the no-
tice of termination. The Internal Rev-
enue Service will transmit one copy of
the notice of termination to the De-
partment of Health, Education, and
Welfare.

(2) A notice of termination given by a
domestic corporation in respect of any
one or more of its foreign subsidiaries
may be revoked by the corporation
with respect to any such subsidiary or
subsidiaries by giving, prior to the
close of the calendar quarter specified
in the notice of termination, written
notice of revocation. The notice of rev-
ocation shall be filed with the internal
revenue officer with whom the notice
of termination was filed. Such notice of
revocation shall be signed and dated
and shall show (i) the title of the offi-
cer authorized to sign the notice of rev-
ocation, (ii) the name, address, and
identification number of the domestic
corporation, (iii) the name and address
of each foreign subsidiary with respect
to which the notice of termination is
revoked, and (iv) the date of the notice
of termination to be revoked. The no-
tice shall be submitted in duplicate
and shall be accompanied by a certified
copy of the minutes of the meeting of
the board of directors of the domestic
corporation, or other evidence, showing
authorization for the notice of revoca-
tion. No particular form is prescribed
for the notice of revocation. The Inter-
nal Revenue Service will transmit one
copy of the notice of revocation to the
Department of Health, Education, and
Welfare.

(b) Termination by reason of change in
stock ownership. (1) The period for
which an agreement entered into by a
domestic corporation as provided in
§36.3121(1)(1)-1 is in effect with respect
to a foreign corporation is automati-
cally terminated at the end of the cal-
endar quarter in which the foreign cor-
poration ceases, at any time in such
quarter, to be a foreign subsidiary of
the domestic corporation. See
§36.3121(1)(8)-1, relating to definition of
foreign subsidiary.

(2) A domestic corporation which has
entered into an agreement as provided
in §36.3121(1)(1)-1 shall furnish (for cal-
endar quarters beginning before 1969, to
the district director for the internal
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revenue district in which is located its
principal place of business in the
United States; and for calendar quar-
ters beginning after 1968, except as pro-
vided in paragraph (b) of §301.6091-1 (re-
lating to hand-carried documents) to
the director of the service center serv-
ing such internal revenue district)
written notification in the event that a
foreign corporation named in the
agreement, including any amendment
thereof, as a foreign subsidiary of the
domestic corporation ceases to be its
foreign subsidiary. The written notifi-
cation shall be furnished in duplicate
on or before the last day of the first
month following the close of the cal-
endar quarter in which the foreign cor-
poration ceases, at any time in such
quarter, to be a foreign subsidiary of
the domestic corporation. Such notifi-
cation shall be signed and dated by the
president or other principal officer of
the domestic corporation. The written
notification shall show (i) the title of
the officer signing the notice, (ii) the
name, address, and identification num-
ber of the domestic corporation, (iii)
the internal revenue officer with whom
the agreement was entered into, (iv)
the date on which the agreement was
entered into, (v) the name and address
of the foreign corporation with respect
to which the notification is furnished,
and (vi) the date on which the foreign
corporation ceased to be a foreign sub-
sidiary of the domestic corporation. No
particular form is prescribed for the
written notification. The Internal Rev-
enue Service will transmit one copy of
the written notification to the Depart-
ment of Health, Education, and Wel-
fare.

[T.D. 6145, 25 FR 14021, Dec. 31, 1960, as
amended by T.D. 7012, 34 FR 7694, May 15,
1969]

§36.3121(1)(4)-1 Termination of agree-
ment by Commissioner.

(a) Notice of termination. The period
for which an agreement entered into
with a domestic corporation as pro-
vided in §36.3121(1)(1)-1 is in effect may
be terminated by the Commissioner,
with the prior concurrence of the Sec-
retary of Health, Education, and Wel-
fare, upon a finding by the Commis-
sioner that the domestic corporation
has failed to comply substantially with
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